. GOVERNOR’S OFFICE OF MANAGEMENT AND BUDGET

2016 Interim Report of the Free Market Protection and Privatization Board
Presented to the Government Operations Interim Committee

October 19, 2016

(1) Background
The Free Market Protection and Privatization Board (“Privatization Board”) was established by the
legislature in UCA 63I-4a-203(1)) to:

"(a) determine whether an activity provided by an agency could be privatized to provide the same types
and quality of a good or service that would result in cost savings; (b) review privatization of an activity...;
(c) review issues concerning agency competition with one or more private enterprises...; [and] (d)
recommend privatization of an agency if a proposed privatization is demonstrated to provide a more
cost efficient and effective manner of providing a good or service."

The Governor’s Office of Management and Budget (GOMB) staffs the Board (see UCA 63I-4a-202(5)).

The Board is required to submit an annual report by no later than January 15 and a separate report to
the Government Operations Interim Committee prior to November 1. The annual calendar year 2015
report was submitted on January 8, 2016. To fulfill the interim reporting requirement, this report was
prepared by the Board’'s GOMB staff.

(2) 2016 Meetings

As detailed in the attached minutes, the Board met three times throughout the first half of calendar year
2016. Topics of discussion included the Community Impact Fund, Olene Walker Housing Fund, water
loan funds, and charter school revolving loan fund.

(3) Board Not Funded

During the 2016 General Session, the Legislature did not fund the Board's continuation (for a number of
years the Board had been funded with one-time funds). The GOMB staff person that staffed the board
obtained other employment, as the position was no longer funded. GOMB is willing to staff the board to
the extent funding is provided for this purpose.

Contact:

Duncan Evans, Budget Manager

Governor’s Office of Management and Budget
devans@utah.gov

801-538-1592

Attachments: Minutes from January 14, April 14, and June 9, 2016 Board Meetings
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Minutes of the
Free Market Protection and Privatization Board
Thursday, January 14, 2016 - 2:00 p.m.
Room 30, House Building
State Capitol Complex

Members present:
Kimberley Jones (Chair), Sen. Howard Stephenson, Dean Drew, Manuel Torres, Al Manbeian, Bob Myrick,
Russell Anderson, Rick Jones, Jacquie Nielsen, Steve Fairbanks, Shawn Milne

Members absent:
Sen. Karen Mayne, Rep. Johnny Anderson, Travis Dimick, Randy Park, LeGrand Bitter

Staff present:
Cliff Strachan, Governor’'s Office of Management and Budget (GOMB)

Note: Additional information including related materials provided at the meeting and an audio recording of the meeting can be found
at the Utah Public Meeting Notice Website (http://www.utah.gov/pmn). Information about the Privatization Board can be found at
http://gomb.utah.gov/operational-excellence/privatization-board/.

1. Welcome and Introductions
Kimberley Jones called the meeting to order..

Sen. Karen Mayne, Rep. Johnny Anderson, Travis Dimick, Randy Park, and LeGrand Bitter were
excused.

2. Public Comment (10 minutes)
3. Board Business/Minutes
a. Minutes from August 13, 2015
b. Minutes from December 10, 2015

Motion: Dean Drew moved to approve the minutes of the August 13 and December 10, 2015 meetings.
CARRIED

c. Annual Report

Cliff Strachan gave an overview of the draft report to be considered and answered any questions pertaining
to it, including recommendations made within it.

Sen. Stephenson talked about another possible information technology issue that might be reviewed.

Motion: Rick Jones moved to approve and issue the annual report. CARRIED


http://www.utah.gov/pmn/index.html
http://gomb.utah.gov/operational-excellence/privatization-board/
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d. Planning for 2016

The board considered meeting dates and times for the next year. [Dates and times are listed at the end of
these minutes.]

The board perused a list of state agencies and discussed possible studies for 2016. The board settled on
the following priorities for 2016:

Marketing the board’s evaluation program to agencies
A review of state lending programs

A review of Governor’s offices

A review of Human Services

A review of Workforce Services

A review of State Labs

S o

Motion: Sen. Stephenson moved to recommend to the legislature the removal of “statutory exemptions” for
institutions of higher education, the Schools and Institutional Trust Land Administration and others the
legislature deems fit. CARRIED

Motion: Shawn Milne moved to include the foregoing motion in the annual report. CARRIED

The board also wants to include in its process the invitation to legislative staff and the chairs of legislative
committees overseeing a particular agency.

4. Commercial Activities Inventory (CAl)
5. Review Privatization of an Activity
a. DAS - Division of Fleet Operations

Jeff Mottishaw, Director of Fleet Operations, updated the board on the division’s efforts toward
privatization. He noted that the multi-agency pilot has been in place since March. The pilot replaces 63 fleet
vehicles with an on site Enterprise Car Rental station. Feedback is positive with costs a little higher at
$0.38/mile versus $0.36/mile. Additional but more difficult cost savings are in employee time previously
used for refueling and cleaning the autos and in lower fixed costs.

A second pilot is under consideration with a multistage RFP to cover a range of fleet services. Agency is
hopeful this too will be a positive benefit for the state.

The board requested an update at end of the year.
6. Review Issues Concerning Agency Competition with the Private Sector
7. Other Business/Adjourn

Staff noted that several board member terms will be expiring in June and will be reaching out to determine
reappointments.
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Sen. Stephenson commended the board members for their efforts, noting that the Reason Foundation sees
the board’s responsibilities as unique around the country.

Chair Kim Jones expressed gratitude for the method the board has put in place and the results to date.
Staff noted the Competition Review Advisory Committee will meet January 28 at 2:00 PM.

Motion: Al Manbeian moved to adjourn. CARRIED

This year's meeting schedule is as follows:

April 14, 2016

June 9, 2016
September 8, 2016
November 10, 2016
January 12, 2017

All times are 2:00 PM to 4:00 PM
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Minutes of the
Free Market Protection and Privatization Board
Thursday, April 14, 2016 - 2:00 p.m.
Room 25, House Building
State Capitol Complex

Members present:

Steve Fairbanks (chaired), Sen. Howard Stephenson, Sen. Karen Mayne, Dean Drew, Bob Myrick, Russell
Anderson, Travis Dimick, Shawn Milne

Members absent:

Kimberley Jones, Rep. Johnny Anderson, Manuel Torres, Randy Park, Jacquie Nielsen, Al Manbeian, Rick
Jones, LeGrand Bitter

Staff present:
Cliff Strachan, Governor’s Office of Management and Budget (GOMB)

Note: Additional information including related materials provided at the meeting and an audio recording of the meeting can be
found at the Utah Public Meeting Notice Website (http://www.utah.gov/pmn). Information about the Privatization Board can be
found at http://gomb.utah.gov/operational-excellence/privatization-board/.

1. Welcome and Introductions
Steve Fairbanks called the meeting to order..

Kimberley Jones, Manuel Torres, Randy Park, Jacquie Nielsen, Al Manbeian, and Rep. Johnny Anderson
were excused.

2. Public Comment (10 minutes)
3. Board Business/Minutes
a. Minutes from January 14, 2016

No quorum was present so minutes were not approved.
4. Commercial Activities Inventory (CAl)
a. Workforce Services - Community Impact Fund and Olene Walker Housing Fund

Kimberley Schmeling, Finance Director, provided an overview of the Olene Walker Loan Fund and the
Permanent Community Impact Fund (also known as CIB for Community Impact Board).

In discussion of the CIB, board members heard about the $53 million loan for a coal harbor, that the use of
impact board funds are not for economic development programs but for resource extraction mitigation, and
that traditional banks don’t seem interested in the programs because potential interest and fees income is
low as the state programs provide low cost funds.

In discussion of the housing fund, board members heard about mixed use housing being built by non-profits


http://www.utah.gov/pmn/index.html
http://gomb.utah.gov/operational-excellence/privatization-board/
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and developers, and that though there are bankers on the board, they don’t see this use of funds as
profitable enough for banks to want to to these loans. Bob Myrick (a retired banker) noted that the financial
community was supportive of the program when it was created because it helped layer loans in a difficult
market segment.

B. State Loan Programs
Mr. Strachan reviewed the various tier one surveys done for loan programs in the state. Discussion on

water loans moved to subsidization with Sen. Stephenson questioning the use of low cost loans to subsidize
water provision and consumption.

5. Review Privatization of an Activity
6. Review Issues Concerning Agency Competition with the Private Sector
7. Other Business/Adjourn

Board members commented on Mr. Strachan’s announcement that he was leaving GOMB at the end of
April.

Motion: Steve Fairbanks adjourned the meeting. CARRIED

This year's meeting schedule is as follows:

June 9, 2016
September 8, 2016
November 10, 2016
January 12, 2017

All times are 2:00 PM to 4:00 PM
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Minutes of the
FREE MARKET PROTECTION AND PRIVATIZATION BOARD

Thursday, June 9, 2016, 2:00 PM
Room 25 House Building
State Capitol Complex

Salt Lake City, Utah

Members Present:
Karen Mayne, Al Manbeian, Randy Park, Kimberly Jones, Russell Anderson,
Shawn Milne, Manuel Torres

Members Absent:
Robert Myrick, Dean Drew, Travis Dimick, Steve Fairbanks, Howard Stephenson,
Johnny Anderson, Rick Jones, Jacquie Nielsen, LeGrand Bitter

Staff Present:
Kyle Barney, Governor’s Office of Management and Budget (GOMB)
Note: Additional information including related materials provided at the meeting and an audio recording of the meeting can be found

at the Utah Public Meeting Notice Website ( http://www.utah.gov/pmn ). Information about the Privatization Board can be found at
http://gomb.utah.gov/operationalexcellence/privatizationboard/.

1. Call to Order
a. Chair Kim Jones called the meeting the order.
b. Bob Myrick, Dean Drew, Travis Dimick, Steve Fairbanks were excused
from the meeting.

2. Public Input
a. None Offered

3. Presentation on Charter School Revolving Loan Fund

a. Marlies Burns, Executive Director of the State Charter School Board,
presented background information on the Charter School Revolving
Account.

b. Howard Headlee, Chair of the State Charter School Board, gave further
input on the account, including statements that it would be very difficult for
a start-up nonprofit with no balance sheet to obtain funding and that if it
could be obtained at all it would likely be at usurious interest rates.

c. Howard Headlee responded to questions from the Board.
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4. Board Business/Minutes
a. Approve minutes from January 14, 2016
b. Approve minutes from April 14, 2016
i. The Board lacked a quorum needed to approve the minutes.

5. Presentation on Water Project Financial Assistance Programs
a. Todd Adams from the Division of Water Resources gave a presentation
and provided materials to the Board on the division’s water project
assistance funds, then responded to Board inquiry.

6. Review of Governor’s Office Activities
a. Kyle Barney, staff to the Board and part of the Governor’s Office of
Management and Budget, provided an overview of the activities carried on
by several of the entities within the Governor’s Office.

7. Coordination with New Staff
a. Board members communicated their desires regarding future Board
actions to staff.
b. Staff informed the Board of the existence of an evaluation of the State
Health Lab by GOMB.

8. Other/Adjourn
a. Motion: Shawn Milne moved to adjourn. CARRIED

Next meeting:

Privatization Board — Thursday, September 8th, 2015, 2:00 PM, Room 25 House Building
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